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THE COMPANY 


Terra is predominately a silver producer. Properties, 
claims and concessions are owned in the Great Bear Lake 
region of the Northwest Territories, Canada and in the 
Alamos area in the Province of Sonora, Mexico. To date, 
in excess of 13,000,000 ounces of silver have been 


produced from the Canadian properties. 


Terra was founded in 1965 and is traded on the 
Vancouver Stock Exchange, Alberta. Stock Exchange and 
on the NASDAO over-the-counter market in New York. 


HIGHLIGHTS 
1980 

Revenues $ 4,503,000 
Loss before extraordinary 

item 1,447,000 
Extraordinary item 

Gain on sale of royalty 

interest 1,777,000 

Net income (loss) 330,000 
Earnings (loss) per share 

Before extraordinary item (23) 

Net income (loss) .05 
Working capital (deficit) 9,393,000 
Total assets 50,699,000 
Long term debt _ 
Shareholders’ equity 16,216,000 
Silver production (ounces) 311,000 


INSIDE COVER 


1979 
$ 6,340,000 


401,000 


(401,000) 


(.07) 

(.07) 
(1,888,000) 
15,151,000 
200,000 
10,810,000 


401,000 


Typical quartz vein material embedded with native 
dendritic silver from Terra’s Silver Bear Mine on the 
Camsell River near Great Bear Lake, Northwest 


Territories, Canada. 


View from company DC-3 on its regular run to mine site. 


Mill complex from south of Ho-Hum Lake. 
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Report to Shareholders 


The 1980 fiscal year was both difficult and satisfying: difficult because mine development failed to prove up the ore 
reserves indicated by previous drilling programs, and satisfying because the previously announced Procan agreement was 
concluded at the end of the fiscal year. 


Terra is predominately a silver producer, but also has significant cobalt/bismuth ore reserves that can only be 
economically developed and milled when all related metallurgical and separation problems have been resolved. To date, the 
Company has been unable to produce and market such a product due to higher than normal quantities of arsenic. 
Accordingly, the Company has concentrated its efforts on the high grade silver ore which occurs in veins varying from one 
inch to three feet in thickness and from 50 feet to 420 feet in length. Historically, individual vein structures produce between 
800,000 and 1,500,000 ounces. The fiscal 1980 development work was concentrated on three silver vein structures indicated 
by previous diamond drilling. All three veins yielded quantities of ore significantly below normal expectations based on 
historical performance. In this instance, previous experience did not serve as a valid basis for making production estimates. 


The nature of the silver veins also re-emphasized the cash required to properly develop the properties. Terra has 
traditionally been short of working capital. Most of the cash flow generated from the previous production of in excess of 
13,000,000 ounces was used to repay debt. In fact, one of the prime considerations of instituting a stock dividend policy 
was the preservation of cash for the purpose of diamond drilling and mine development programs. 


In view of the above, it was most gratifying to your management to conclude an agreement with Procan Exploration 
Company, a partnership owned by the three Hunt brothers of Dallas, Texas. This agreement involves the sale of a 50 
percent net royalty interest in certain properties owned by Terra in the Northwest Territories. The royalty interest represents 
50 percent of the net revenue from the sale of ore or concentrate less all operating, production and marketing costs 
excluding capital costs, depreciation, depletion, financing costs, and taxes on income. Procan may at any time convert the 
royalty interest into a 50 percent working interest. The total consideration is $35,000,000, of which $14,500,000 has been 
received. The remainder is receivable quarterly to December 31, 1982. Under the agreement, Terra will expend $25,000,000 
to develop properties presently owned by Terra in the Northwest Territories, primarily the properties situated in the Camsell 
River area. An expenditure commitment of this magnitude on our properties is particularly favourable for Terra’s future. 


Although Terra has ore on hand to process through the mill, the decision has been made to defer such processing and 
to dedicate all efforts towards upgrading potential and inferred ore reserves. The mill has accordingly been shut down. It is 
estimated that sufficient proven ore reserves will be in place to allow efficient mill processing to commence during the third 
quarter of 1981. 


Terra’s future outlook is bright. Included in this annual report is a map which illustrates the Camsell River area. Terra 
holds an excellent claim position in the geologically favourable area stretching from the existing Camsell River Mine to the 
Smallwood Mine. Major expansion of the Silver Bear/North Mine is now underway. In addition, three key properties, the 
Norex Mine, the Smallwood Mine and the Northrim Mine will undergo extensive diamond drilling and underground 
development work designed to evaluate and develop new silver ore structures. These programs are expected to take at least 
two years. As plans for the existing mines reach appropriate stages of development, attention will turn to exploration of the 
largely unexplored area between Silver Bear and Norex. The entire area, which is approximately six miles long and 
approximates a large oval in shape, is geologically attractive and all potential ore-bearing structures will be investigated 
thoroughly. Since 1966 it has been a struggle to keep Terra financially solvent so that one day its ultimate potential could be 
proven. It is indeed gratifying to know that the funds are now available to accomplish this objective. 


To date, the expanded 1981 drilling and development program has produced encouraging results on several vein 
structures at the Silver Bear Mine. Terra anticipates that by the end of 1981 the Company will be in a much improved 
reserve position. 


In Mexico, diamond drilling and development programs are being planned which will culminate by the end of this year 
or early 1982 in a formal feasibility study. 


The present financial strength of Terra, as evidenced by the financial statements, provides management with the 
opportunity to properly develop the Company’s existing assets and to seek new opportunities. During the current year, 
Terra should make significant advances in both areas. 


It was with deep regret that the recent resignation of Mr. Robert A. Evans as Vice President was accepted. It was 
always his stated intention to devote more time to his personal affairs; however, he refused to leave before the Company 
was in a strong financial position. Although he will be missed from the management group, he has agreed to remain a 
director, thus assuring Terra of the continuing benefit of his council. 


To the employees and shareholders, a special note of gratitude. It is sometimes difficult to have loyalty and faith in a 
company that has experienced the problems Terra has had to overcome. The future is never certain. However, management 
has every reason to believe that the combination of our property potential and the funds to develop that potential will 
produce results which will repay the employees and shareholders for their continuing loyalty and faith. 


On behalf of the Board of Directors 


Alvin Harter 
President 


May 15, 1981 


Road linking the Terra and Norex properties in mid-winter. 


Review of Operations 


ii 


Mill, camp and fuel tank farm on Terra Peninsula. 


CANADA 


RESULTS TO DATE 


Individual silver vein structures historically have 
produced between 800,000 and 1,500,000 ounces of 
silver. During 1980, development and mining 
concentrated on the 7B, 13 and 15 veins. The 7B vein 
proved to be a small branch vein yielding only 140,000 
ounces. The 13 and the 15 veins, despite several high 
grade silver intersections, did not produce commercial ore 
this year. The 14 vein, which carries high grade ore, 
contributed only a small quantity to total production due 
to technical mine limitations and the erratic distribution of 
values. 


The following table presents Terra’s silver production 
during the past ten years: 


Terra/Norex 

Fiscal Silver Bear/North Mine Joint Venture Total 
Year (ounces) (ounces) (ounces) 
1971 795,000 795,000 
1972 1,921,000 1,921,000 
1973 1,393,000 1,393,000 
1974 1,094,000 1,094,000 
1975 1,330,000 1,330,000 
1976 1,901,000 1,901,000 
1977 1,034,000 446,000 1,480,000 
1978 705,000 771,000 1,476,000 
1979 347,000 54,000 401,000 
1980 295,000 16,000 311,000 


af \ saat? 


The decline in production at the Silver Bear/North 
Mine since 1978 is the result of two main factors. Firstly, 
recent exploration work now indicates that, for all 
practical purposes, the vein systems that historically 
produced the greater part of the silver are exhausted on 
upper levels. This conclusion was reached after previous 
diamond drill results were followed up by underground 
development work. Based on past experience, these drill 
results should have indicated the existence of extensive 
and accessible ore bodies. Instead, only very limited 
tonnages were located and, as a result, silver production 
declined. Secondly, existing underground mine services 
such as power, ventilation, haulage, and pumping 
services have now reached their physical limits, 
particularly so with respect to the expanded requirements 
of the current exploration and development program. 
Major capital expenditures were required to provide these 
services, and it was not until recently that remedial action 
could be taken to overcome these physical deficiences. 


MILL 


After a brief production period in January, 1981, the 
mill was shut down to permit concentration of effort on 
the major mine expansion and development programs. 
The mill will not resume production until ore reserves are 
sufficient to permit efficient operation. 


ETNING 


FUTURE EXPLORATION 
AND DEVELOPMENT PROGRAM 


A longitudinal section of the mine workings is 
presented to illustrate thie present extent of the mine 
workings and the known silver bearing vein structures. 
The 1979, 1980 and preliminary 1981 exploration 
programs indicate significant silver ore in three new vein 
structures, namely the 14, 15 and 16 veins, all of which 
are located west of the existing underground mine 
workings on the Terra Peninsula. There are positive 
indications that additional vein structures exist between 
the 15 and 16 veins and below the North zone under the 
Camsell River. Silver values also occur along the 
downward extension of the 11 vein structure below the 
13th level. 


Complete evaluation and development of the area, 


including the 14 to 16 vein systems and the downward 
extensions of the existing Silver Bear/North Mine, is 
possible only after a major expansion of the mine’s 
existing services. Accordingly, Terra has hired 
consultants to assist in an appropriate mine development 
plan which will include the shaft being extended to 1,200 
feet, installation of a hoist capable of raising ore and 
waste from 2,400 feet, a rail system which will extend 
initially along the 12th level and eventually other levels as 
circumstances dictate, and related expansion of power 
and ventilation capacity. 


An extensive surface diamond drilling program of 
50,000 feet and an underground drilling program of 
80,000 feet commenced in January, 1981 at the Silver 
Bear/North Mine to further evaluate the 14, 15 and 16 
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veins and to follow up indications of new vein structures 
as well as extensions of known vein structures. A 40,000 
foot diamond drilling program is also planned for the 
Norex, Smallwood and Northrim Mines. Development 
work on the 14 and 15 veins is underway at an 
accelerated pace and westward development toward the 
16 vein area has commenced. Development work on the 
Norex, Smallwood and Northrim mines will be determined 
by the results of the drilling program. 


MEXICAN OPERATIONS 


The Company has an interest in several mineral 
concessions in Mexico through Compania Minera de 
Minas Nuevas S.A. de C.V. (‘‘Minas Nuevas’’). A major 
Mexican bank, Banco Nacional de Mexico S.A. 
(‘“‘Banamex’’), owns 51% of Minas Nuevas and Terra 
owns 49%, since Mexican law requires that 51% of a 
mining company be owned by Mexican Nationals. Terra is 
the operator of the jointly owned company which in turn 
controls a number of mineral concessions and owns the 
surface rights and mill building at two old mine sites. 
Minas Nuevas has been acquiring additional mining 
properties in the Alamos area of northwestern Mexico, 
thus obtaining an interest in seven of the major past 
producers. The principal group of properties is in the 
area referred to as the Alamos Silver Belt, from which 
silver was produced continuously from prior to 1630 up to 
the revolutionary period between 1911 and 1919. 


Work done to date has indicated the presence of 
gold and silver values on several of the concessions which 
warrant additional drilling and exploratory/development 
work. Reserves to date are as follows: 


Underground machine shop at the Silver Bear Mine. 


Proven ore 
250,000 tons 


(dumps and tailings) at 6.7 oz. Ag/ton 


Probable ore 
400,000 tons 
(dumps and tailings) at 7 oz. Ag/ton 


110,000 tons at 19.5 oz. Ag/ton 


Inferred Ore 


From the distribution of the old mine workings and 
the values that were encountered at depth during their 
operation, and from a comparison with similar silver 


High grade silver vein and raise access at Silver Bear. 
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Conveyor gallery between the crusher and fine ore bin. 


mining districts in other parts of Mexico, an ore reserve of 


1.33 million tons is inferred to a depth of 1,500 feet. The 
overall grade is expected to be approximately 30 ounces 
of silver per ton. Extensive diamond drilling and 
underground exploration is required to prove up the 
inferred ore reserves. 


1980 - 1981 EXPLORATION PROGRAM 


During 1980 limited sampling and diamond drilling 
was carried out. Whereas the diamond drill programs on 
certain properties produced inconclusive results, the 
sampling program on other properties indicated 
significant gold and silver mineralization which will be 
followed up in 1981 by an extensive drilling program. 
Terra intends to outline silver and gold ore reserves of 
economic quantity and grade and to complete an 
evaluation of the best methods of reprocessing existing 
dumps and tailings, all of which will provide the basis for 
an economic feasibility study. 


¥ 
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Underground diamond driller at work in Silver Bear Mine. 


TERRA/DUKE JOINT VENTURE 


The 50 percent owned Bullmoose Lake property is 
located 53 miles east of Yellowknife, N.W.T. and covers 
an area of about 1.4 square miles. Gold occurs in a series 
of quartz veins, several of which have indicated ore-grade 
mineralization. The property has been partially developed 
to a depth of 210 feet below surface by a decline and a 
series of crosscuts and drifts. 


Diamond drill data, geologic interpretation and 
comparison with similar geologic situations in the general 
area permit the conclusion that the Joint Venture Area 
contains inferred ore reserves of 160,000 tons at a grade 
of 0.5 to 0.8 ounces of gold per ton to a depth of 2,000 
feet. A 14,000 foot diamond drill program is planned to 
test ore potential to a depth of 2,000 feet, to be followed 
by underground development as determined by drill 
results. 


Partially drilled drift round showing guide markings and vein angling 
through the face. 


Ball mill in operation. Slurry discharge after leaving ball mill and before entering jig and 
flotation recovery circuits. 
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Statistical Data 


World Silver Supplies 


(excluding Communist-dominated areas) (millions of ounces) 


World Silver Consumption 


(excluding Communist-dominated areas) (millions of ounces) 
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United States 
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Outside the Western Hemisphere: — 
Australia 27.5 26.6 ; 27.4 25.5 
50.7 51.4 : 55.4 49.0 


Belgium 
Other countries 
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Secondary sources of supply: 
From U.S. Treasury 
From stocks of foreign gov’ts .. . 
From demonetized:coin 
From Indian stocks 
Salvage and other misc. 
sources 
Liquidation of (additions to) 
private bullion stocks (12 6) 34.9 


Total other supplies 100.9 177.6 
Available for World Consumption 355.9 447.6 
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Summary of World Stocks 


(excluding Communist-dominated areas) (millions of ounces) 


Increase 


Silver Monthly Price Ranges 
(cents per troy ounce — U.S.) 
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Reported private stocks: 
New York Commodity Exchange 
Chicago Board of Trade 


—— a ee eee London Metal Exchange 
ee eee Se Sanne SEE eee A 
SS ee EE Se Se ae eT Re Industrystocks mthe WES)... . +s. cesneee 
4500 == Eee ee eS | Ge (ee EE ) eT 
SS ee ee Pe a ee eee ee) ae) 
Ll = ee ee ee Ra en ee) ee) 
4000 ee Pee ee ee) BS SS ee ee eee Ga _ 
a a ee ee ee Ge Se Tl U.S. Government stocks: 
= ee Se) BE ee BETES | A : : 
ee ee ET | U.S. strategic stockpile 
a ee ee ee ee a een) (SS U.S. Defence Department 
>| Ss ey EE ee ee ae ae |) ° 
ee U.S. Treasury (Mint 
Sa eS ee ee ees fl |e 
Se a Ue a ee ee mS Ol | ao aed 
asi aren te a es Sl Seocks of forel lestimated) 
a ae Saat) eae 
fi a a ES ee EE 2 RS 8 SET FOGE SOR TOTEO. CONE NTONES (estate) 5-1 
ESS eee rae Pe | eee ee | eee Coni . 
i ee ed Pea eae S| eT onjectural stocks: 
CL a a eS i ey LS be a Unreported bullion stocks in U.S. 
269 and abroad 
U.S. silver coins potentially available 
Lal eae ee ee ee Pe ee |e p J 3 ) ‘ 
2A a Pg ae (Seema ah Wa ee S| Foreign silver coins potentially available 
2000 [ES ae eee (a ed a || | 
Cnr Ea SS ESS Ss en | a 
1800 (rs ae ee a a ee} 
aa Saas a a i Lee 
oe Ee CS i se Cee 
en re ae a ea | : j . 
cP Ea RD ed a | United States Industrial Consumption by End Use 
Sa a SF a ae ee a (ruiliene of ounces) 
yon Gre Be Oa ae ee eee 
Bias ae i ae eee ee 1978 
y( tne ie bane ad Ce ae ee recionisted ware a 
lien Dee BC ae ee Sterling ware 179 
| 6.8 
a Jee i RE 
aS Oe GS oe | ee Dental and medical supplies 2.0 
Mirrors 1.9 
| wD le el ln eM Pie alo cend aces ie 
lar AT ee Electrical and electronic 
Otte  p 4 so 
400 Contacts and conductors .... 
Sam [Vat al siglo | se 
300 Catalysts 
ed a 
200 commemorative objects 
Me Re ee eae ee 
00 


Total Industrial Consumption ... 


1973 1974 1975 1976 1977 1978 1979 1980 


Balance Sheet 


As at December 31, 1980 


CURRENT ASSETS 
Cash and term deposit 
Accounts receivable 
Smelter settlements outstanding 
Concentrate inventory 
Supplies and other current assets 


OTHER ASSETS AND INVESTMENTS 
Promissory note receivable (note 2) 
Deposit on purchase of joint venture (note 3) 
Investments (note 3) 


PROPERTY, PLANT AND EQUIPMENT (note 4) 
Mining properties, buildings and equipment 
Less accumulated depreciation and amortization 


Approved by the Board 


Gulecen HK woe Director 
fi Le a ee) Director 


ASSETS 


10 


1980 


$10,050,000 
77,000 


1,195,000 


_ 906,000 
12,228,000 


23,500,000 


1,500,000 


1,950,000 


26,950,000 


22,322,000 


10,801,000 
11,521,000 


$50,699,000 


1979 


$ 221,000 
738,000 
389,000 
905,000 


2,253,000 


1,767,000 
1,767,000 


20,091,000 
8,960,000 
11,131,000 


$15,151,000 


Terra Mining and Exploration Limited (N.P.L.) 


LIABILITIES 
1980 1979 
CURRENT LIABILITIES 
Bank indebtedness (note 5) S . 837,000 S$12273; 000 
Accounts payable and accrued liabilities 1,304,000 1,709,000 
Advances on production and smelter 
settlements 544,000 134,000 
Loans payable 325,000 
Current portion of long term debt 150,000 700,000 
2,835,000 © 4,141,000 
LONG TERM DEBT , 
Term bank loan (note 5) 150,000 900,000 
Less due within one year 150,000 700,000 
a 200,000 
DEFERRED GAIN ON SALE OF ROYALTY INTEREST (note 2) 31,648,000 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 6) 3,035,000 2,355,000 
CONTRIBUTED SURPLUS, premium on issue 
of common shares (note 6) 10,947,000 6,287,000 
RETAINED EARNINGS 2,234,000 2,168,000 
16,216,000 10,810,000 
$50,699,000 $15,151,000 


Subsequent events (note 8) 
Commitments (note 9) 


11 


RRA 
INING 


Terra Mining and Exploration Limited (N.P.L.) 


Statement of Income 
Year Ended December 31, 1980 


Concentrate and other revenue less 
marketing, smelter and royalty charges 


Expenses 
Production costs 
Administration 
Interest 
Long term debt 
Other 
Depreciation 
Depletion and amortization 


Net operating loss 


Equity in income (loss) of joint venture 


Loss before income taxes and extraordinary item 
Reduction of deferred income taxes 


Loss before extraordinary item 


Extraordinary item 
Gain on sale of royalty interest less 
related income taxes of $1,575,000 (note 2) 


NET INCOME (LOSS) 


Earnings (loss) per share 
Loss before extraordinary item 
Net income (loss) 


Statement of Retained Earnings 
Year Ended December 31, 1980 


BALANCE AT BEGINNING OF YEAR 
As previously reported 
Adjustment of charges to joint venture (note 7) 


As restated 
Net income (loss) 


Stock dividend 


BALANCE AT END OF YEAR 


1980 


$4,503,000 


4,113,000 
741,000 


94,000 
516,000 
604,000 


1,364,000 
7,332,000 


2,829,000 


(193,000) 


3,022,000 


_ 1,575,000 


1,447,000 


1,777,000 


$ 330,000 


$ (.23) 
$ .05 


1980 


$2,431,000 


263,000 
- 2,168,000 
330,000 


2,498,000 


264,000 


$2,234,000 


1979 


$6,340,000 


4,187,000 
532,000 


173,000 
762,000 
455,000 


1,294,000 
7,403,000 


1,063,000 


12,000 


1,051,000 


650,000 


401,000 


$ (401,000) 


$ (.07) 
$ (.07) 


1979 


$2,934,000 


183,000 


2,751,000 


(401,000) 


2,350,000 


182,000 


$2,168,000 


statement of Changes in Financial Position 


Year Ended December 31, 1980 


WORKING CAPITAL DERIVED FROM 
Issue of common shares 
Proceeds on sale of equipment 
Joint venture distributions 
Payment on sale of royalty interest 


WORKING CAPITAL APPLIED TO 
Operations 

Loss before extraordinary item 

Items not involving working capital 
Depreciation 
Depletion and amortization 
Loss on sale of equipment 
Equity in income (loss) of joint venture 
Reduction of deferred income taxes 


Increase in investment in affiliated company 
Deposit on purchase of joint venture interest 
Additions to property, plant and equipment 

Reduction of term bank loan 

Contributions to joint venture 


INCREASE IN WORKING CAPITAL POSITION 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR 


WORKING CAPITAL (DEFICIENCY) AT END OF YEAR 


Terra Mining and Exploration Limited (N.P.L.) 


1980 1979 
$ 5,077,000 $ 3,030,000 
35,000 7,000 
85,000 
11,500,000 
16,697,000 3,037,000 
1,447,000 401,000 
(504,000) (455,000) 
(1,364,000) (1,294,000) 
(5,000) 
(193,000) 12,000 
1,575,000 650,000 
956,000 (686,000) 
461,000 216,000 
1,500,000 
2,299,000 1,171,000 
200,000 600,000 
| 162,000 
5,416,000 1,463,000 
11,281,000 1,574,000 
1,888,000 3,462,000 
$ 9,393,000 $(1,888,000) 


Auditors’ Report 


To the Shareholders of 
Terra Mining and Exploration Limited (N.P.L.) 


We have examined the balance sheet of Terra Mining 
and Exploration Limited (N.P.L.) as at December 31, 1980 
and the statements of income, retained earnings and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests and other procedures as we _ considered 
necessary in the circumstances. 


In our opinion, these financial statements present fairly 
the financial position of the company as at December 31, 
1980 and the results of its operations and the changes in 
its financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding 


year. 
bons Pe) 


Chartered Accountants 


Edmonton, Alberta 
March 24, 1981 
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Terra Mining and Exploration Limited (N.P.L.) 


Notes to Financial Statements 


Year Ended December 31, 1980 


1. ACCOUNTING POLICIES 


(a) Smelter settlements outstanding 
Smelter settlements outstanding are valued at 
estimated net realizable value using metal prices 
as established by contracts. 


(b) Concentrate inventory 
Concentrates on hand are valued at metal prices 
prevailing at the fiscal year end, less provisions 
for declines in metal prices since the year end 
and related treatment and marketing charges. 


(c) Supplies inventory 
Supplies are valued at cost. 


(d) Investments 

The investment in the joint venture is accounted 
for by the equity method. The recorded invest- 
ment therefore includes advances to date plus 
the company’s share of undistributed earnings 
since inception. The statement of income in- 
cludes the company’s equity in the joint venture 
income or loss for the year. 


The investment in affiliated company and the 
other investment are accounted for by the cost 
method. 


(e) Property, plant and equipment 

Mining properties are carried at cost less ac- 
cumulated amortization and do not reflect 
present or future values. Cost includes the cost 
of mining properties and claims and related de- 
ferred exploration and development costs. Ex- 
ploration costs are charged against income in 
the year in which they are incurred unless they 
relate to specific areas having indicated potential 
ore reserves at which time they are deferred until 
either production commences or the property is 
abandoned. Costs of mining properties and 
deferred exploration and development costs are 
depleted and amortized over the estimated use- 
ful life of the mine, which is based on estimated 
ore reserves as periodically estabiished. 

Buildings and equipment are stated at cost. De- 
preciation is provided as follows: 


(a) mill buildings and equipment on the straight- 
line basis over 12 to 15 years, 

(b) mine buildings and equipment principally on 
the diminishing balance basis using various 
rates between 10% and 30%, and 
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(c) airstrip on the straight-line basis over 10 
years. 


(f) Deferred gain on sale of royalty interest. 


The deferred portion of the gain on sale of the 
royalty interest (note 2) will be recognized in 
income in amounts equal to the annual depre- 
ciation and amortization of mining properties 
related to the $25,000,000 exploration and de- 
velopment program on certain of the company’s 
mining properties, plus the adjustment required 
to ensure that the balance of the deferred gain 
is equal to 50% of the carrying value of proper- 
ties which could be transferred should the 
royalty interest be converted into a working 
interest. 


2. PROMISSORY NOTE RECEIVABLE 


On December 30, 1980, the company entered into 
an agreement with Procan Exploration Company 
(‘‘Procan’’) whereby Procan purchased a royalty 
interest entitling them to 50% of net smelter 
revenue, as defined, (principally proceeds from the 
sale of ore less related operating, administration 
and marketing costs) in the company’s mining 
properties in the Northwest Territories. The com- 
pany received $11,500,000 cash on closing and a 
non-interest bearing promissory note for 
$23,500,000 payable at various dates on or before 
December 31, 1982. 


Procan may, at any time, convert its royalty interest 
into a working interest, at which time Procan will 
acquire 50% of the company’s existing mining 
properties in the Northwest Territories and enter 
into an operating agreement to continue the mining 
operations on these properties on a joint venture 
basis with the company as operator. The company 
has agreed to undertake a $25,000,000 exploration 
and development program on these properties. 
Upon completion of this program, any future costs 
will be shared equally by Procan and the company. 


Of the $35,000,000 gain on sale of the royalty in- 
terest, the company has deferred $25,000,000 
pending completion of the exploration and de- 
velopment program and $6,648,000 representing 
50% of the carrying value of mining property 
interests which would be acquired by Procan if it 
were to convert its royalty interest into a working 
interest. 


INING 


3. INVESTMENTS 


Investments consist of the following: 


1980 1979 
Joint venture $1,021,000 $1,299,000 
Affiliated company 919,000 458,000 
Other 10,000 10,000 
$1,950,000 $1,767,000 


(a) Joint venture 
The company has a 50% interest in a joint 
venture with Norex Resources Ltd. (‘’Norex’’). 
The company’s 50% interest in the assets, liabili- 
ties, revenues and expenses is summarized as 


follows: 
1980 1979 
Assets 
Current assets $ 47,000 $ 269,000 
Buildings and 
equipment, net 29,000 72,000 
Mining properties, 
less amortization 1,281,000 1,281,000 
$1,357,000 $1,622,000 
Liabilities 
Current liabilities $ 24,000 
Payable to other 
participant $ 336,000 299,000 
336,000 323,000 
Equity in joint 
venture 1,021,000 1,299,000 
$1,357,000 $1,622,000 
1980 1979 
Revenue S221, 0008 1 $24572,000 
Expenditures 259,000 345,000 
Depreciation and 
amortization 55,000 215,000 
314,000 560,000 
Net income (loss) (193,000) 12,000 
Equity at beginning 
of year 1,299,000 1,125,000 
1,106,000 17137,000 
Contributions 
(distributions) (85,000) 162,000 
Equity at end of year $1,021,000 $1,299,000 
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On November 26, 1980 the company agreed in prin- 
ciple to purchase from Norex its 50% interest in the 
assets of the joint venture for $3,500,000 payable 
$50,000 on signing of the Letter of Intent and 
$1,450,000 upon approval of the shareholders of 
Norex. The balance of $2,000,000 is to be paid as 
royalties from net smelter returns on concentrates 
produced from the properties at the following rates: 
(a) 5% up to December 31, 1983, and 
(b) thereafter at 5% plus a rate of increase of 
1.25% annually to a maximum of 10% reduced 
by the proportionate amount of increase re- 
presented by all amounts paid to date. 


At December 31, 1980 the company had advanced 
$1,500,000 in trust as a deposit under this agreement. 


Subsequent to December 31, 1980 the company 
executed the required agreements to complete the 
purchase. 


(b) Affiliated company 
The company holds a 49% interest in Cia. 
Minera de Minas Nuevas, S.A., a company 
which holds Mexican mining property interests. 
The other 51% interest is held by Banco Na- 
cional de Mexico S.A. (‘‘Banamex’’). The 
company’s investment consists of the following: 


1980 1979 
Shares, at cost $ 81,000 $ 81,000 
Advances 838,000 377,000 
$919,000 $458,000 


The company is responsible for advancing all funds 
necessary for the exploration of these properties. 
Upon completion of exploration, and subject to Bana- 
mex’s acceptance of a feasibility study for commer- 
cial development, Banamex is to reimburse the com- 
pany for Banamex’s share of all exploration costs. 
Thereafter, Banamex will be responsible for its pro 
rata share of development and operating costs. 


(c) Other 
The other investment consists of 100,000 com- 
mon shares of Duke Mining Ltd. which are held 
in escrow. 
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4. PROPERTY, PLANT AND EQUIPMENT 


1980 1979 
Accumulated 
depreciation 
and 
Cost amortization Net Net 
Mining properties $15,616,000 $ 7,102,000 $ 8,514,000 $ 8,054,000 
Buildings 1,655,000 1,180,000 475,000 545,000 
Equipment 3,156,000 1,937,000 1,219,000 1,265,000 
Airstrip 1,895,000 582,000 1,313,000 1,267,000 
$22,322,000 $10,801,000 


5. TERM BANK LOAN 


$11,521,000 


$11,131,000 


6. 


The term bank loan bears interest at 2% above the bank’s prime rate and is payable $50,000 principal plus interest per 
month. 


The term bank loan and $500,000 of the bank indebtedness included in current liabilities are secured by a general 
assignment of book debts, concentrate inventory, supplies and a fixed and floating charge debenture on all under- 
takings of the company to a maximum of $1,950,000. Subsequent to December 31, 1980, the company repaid all bank 
loans. 


CAPITAL STOCK 


(a) Authorized 
During the year the company’s authorized capital was increased from 6,000,000 common shares to 10,000,000 
common shares with a par value of $.50 each. 


(b) Issued 
Capital stock | 


Number Contributed 
of shares Amount surplus Total 
Balances at December 31, 1979 4,709,105 $2,355,000 $ 6,287,000 $ 8,642,000 
Issue of common shares 
For cash 609,600 304,000 3,035,000 3,339,000 
Conversion of loans 224,153 112,000 1,625,000 1,737,000 
Stock dividend 527,316 264,000 264,000 
Balances at December 31, 1980 6,070,174 $3,035,000 $10,947,000 $13,982,000 


(c) Share options 
The company has granted share options to certain employees. Options are outstanding at December 31, 1980 for 
49,347 shares. These options range in price from $7.75 to $14.00 per share and expire between July 30, 1981 and 
August 10, 1985. 


(d) Stock dividend 
The company has declared a stock dividend to 
shareholders of record on December 22, 1980. 
The dividend consists of one common share for 
every 10 common shares held, payable January 
16, 1981. 


. PRIOR PERIOD ADJUSTMENT 


Arbitration proceedings between the company and its 
joint venture partner, Norex Resources Ltd. were 
substantially completed during the year. The arbitra- 
tion settlement resulted in a reduction of $680,000 in 
charges made by the company to the joint venture. 
Of this amount, $295,000 was recovered through an 
increase in the company’s equity in income of the 
joint venture, net of income taxes. The portion of the 
net adjustment applicable to 1979 and prior years and 
1978 and prior years has been reflected as adjust- 
ments of opening retained earnings for 1980 and 1979 
of $263,000 and $183,000 respectively. Comparative 
figures for 1979 have been restated to reflect the 
effect of the adjustment on that year. 


. SUBSEQUENT EVENTS 


(a) By an agreement dated January 20, 1981 the 
company agreed to purchase the interest of Sun- 
shine Mining Company in certain mineral proper- 
ties in the Northwest Territories for a cash con- 
sideration of $647,000 and contingent payments 
until December 31, 1990, of 25% of the net 
smelter revenue less related costs, as defined, 
from Sunshine Mining Company’s previous in- 
terest in the properties. 

On March 4, 1981 the company and Sunshine 
Mining Company confirmed the transaction and 
the company received all rights to the properties. 


(b 


—_ 


On February 10, 1981 the company was granted 
an option to purchase certain mineral leases and 
claims in the Northwest Territories. Under the 
terms of the Letter of Intent the company has 
paid a performance deposit of $10,000 and is re- 
quired to make additional performance payments 
of $5,000 and $10,000 if the option is not exer- 
cised before February 10, 1982 and 1983 respec- 
tively. 

During the option period which expires February 
10, 1984, the company is required to spend 
$300,000 on exploration and development and to 
maintain the claims in good standing. 


Upon exercising the option the company is re- 
quired to pay $1,000,000 as follows: 
(i) $300,000 cash; and 
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(ii) $700,000 in annual instalments of either the 
greater of a 5% royalty on net smelter returns 
from the property less transportation costs or 
1/5 of the balance of $700,000. 


Under the terms of the Procan agreement, Procan 
may exercise its right to participate in these pro- 
perties by assuming 50% of the obligations. 


~— 


On March 9, 1981, the company paid $110,000 for 
an option, exercisable until December 15, 1981, 
to purchase mineral properties in the Yukon and 
British Columbia for a maximum consideration of 
$2,295,000 payable $295,000 cash and a 2.5% 
royalty to a maximum of $2,000,000 on net 
smelter returns from the property. 


(c 


During the option period, the company is required 
to make exploration and development expendi- 
tures of $300,000. At the company’s option a 
cash consideration of $1,500,000 may be paid in 
lieu of royalties. 


9. COMMITMENTS 


(a) Pursuant to a Letter of Intent dated January 14, 
1980 the company agreed to purchase a mining 
lease and certain mineral claims in the Northwest 
Territories. Upon formal execution of the agree- 
ment, the vendor will receive 5,000 fully paid 
shares of the company. The vendor could receive 
a further 45,000 shares in varying amounts in the 
first four years from the date of the agreement, 
and a further 30,000 shares or $300,000 cash at 
the end of the fifth year. The company has the 
option to terminate the agreement at any time 
during the five year period at which time the 
properties would revert to the vendor and the 
company’s obligation to issue any further shares 
would cease. 


(b 


~— 


On December 1, 1980, the company advised Duke 
Mining Ltd. (‘’Duke’’) that it proposed to make a 
take-over bid to the shareholders of Duke for all 
of the shares of Duke on the basis of one share of 
the company for ten shares of Duke. The com- 
pany is in the process of preparing a formal take- 
over bid. If successful, the company would be 
committed to issue a maximum of 342,421 shares. 


10. REMUNERATION OF DIRECTORS AND OFFICERS 


Direct and indirect remuneration of directors and 
officers for the year amounted to $340,861 ($208,074 
in 1979). 


Five Year Summary 


(in thousands, except per common share data) 


OPERATIONS 
Revenue 


Costs and expenses 
Production costs 
Financing 
Administration 
Depreciation, depletion and amortization 


Net operating income (loss) 
Equity in income (loss) of joint venture 


Income (loss) before income taxes and 
extraordinary items 
Income taxes 


Income (loss) before extraordinary items 
Extraordinary items 


Net income (loss) 


FINANCIAL POSITION 
Capital employed 
Working capital 
Investments 
Promissory note receivable 
Fixed assets (net) 


Capital sources 
Shareholders’ equity 
Deferred gain 
Long term debt 
Deferred taxes 


PER COMMON SHARE DATA 


Income before extraordinary item 
Net income (note 3) 
Stock dividend 


OTHER DATA 


Silver production (thousands of ounces) 
Average shares outstanding 


NOTES: 


$ (0.23) 
$ (0.05) 
1 for 10 


311 
6,395,000 


(2) 


6,340 


7,403 


(1,063) 
iz 


(1,051) 
(650) 


(401) 


(401) 


(1,888) 
1,767 


(0.07) 
(0.07) 
1 for 10 


401 
5,406,000 


(1) The Five Year Summary has been adjusted to reflect a prior period adjustment. 


See Note 7 to the Financial Statements. 


(2) Gain on sale of royalty interest. See Note 2 to the Financial Statements. 
(3) Fully diluted earnings per share are the same as basic earnings per share and therefore have not 


been disclosed separately. 
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0.09 
0.09 
1 for 10 


1,476 
5,139,000 


1,480 
5,127,000 


1,901 
5,127,000 


Decline portal at Smallwood Lake Mine. Surface diamond drill working from set up on Camsell 
River ice surface. 
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+ \NING 


OFFICERS 

Alvin A. Harter, President 

Harry W. Laslop, Executive 
Vice-President 

Gordon H. Shaw, Secretary 

Allan F. Hartley, Treasurer 

Peter H. Cheesbrough, Controller 


DIRECTORS 


Robert A. Evans, Edmonton, Alberta 


Alvin A. Harter, Edmonton, Alberta 

Wilhelmus Kocken, Surrey, B.C. 

Helge Pearson, Vancouver, B.C. 

Gordon H. Shaw, New Providence, 
New Jersey 

Grant W. Smedmor, Toronto, Ont. 


OPERATING 


Head Office: 
Manager of Operations, 
K. C. Wilson 
Chief Geologist, E. Buhlmann 
Technology and Development, 
W. Kunda 
Office Manager, B. M. Packman 
Supply and Transport, 
J.H. Chapman 
Personnel Manager, 
W.B. McCartney 
Mine: 
Mine Manager, S. M. Hodgson 
Sr. Mine Engineer, G. Klinowski 
Sr. Mine Geologist, J. Losert 
Master Mechanic, C. Neilson 
Warehouse Manager, C. E. Hill 


Evening view of Ho-Hum Lake from the 


employee recreation building. 


AUDITORS 


Thorne Riddell & Co. 
1200 Royal Trust Tower 
Edmonton Centre 


BANKERS 


Bank of Montreal 


SOLICITORS 

Bishop & McKenzie 
2200 Royal Trust Tower 
Edmonton Centre 


SHARE TRADING 


Vancouver Stock Exchange 

Alberta Stock Exchange 

NASDAQO over-the-counter market, 
New York 


TRANSFER AGENTS 


Canada Permanent Trust Company 
Edmonton, Calgary and Vancouver 


INVESTOR RELATIONS 
T.T. Communications, Inc. 
233 Broadway 

New York 10279 
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HEAD OFFICE 


202, 7608 - 103 Street 
Edmonton, Alberta T6E 4Z8 


RECORDS OFFICE 
(British Columbia) 

Bull, Housser & Tupper 
3000 Royal Centre 
Vancouver, B.C. 


MINE OFFICE 
Camsell River, 

Great Bear Lake, N.W.T. 
Mailing Address: 

Box 5000 

Hay River, N.W.T. 


INCORPORATION 


Terra Mining and Exploration Limited 
was incorporated under the British 
Columbia Companies Act March 10, 
1965 and registered extra provincially 
in Alberta March 31, 1967. 


